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United Kingdom Transactions with the Fund 


It was announced on December 10, 1956 that the Gov- 
ernment of the United Kingdom had made arrangements 
with the International Monetary Fund under which it may 
purchase with sterling. from the Fund, up to the amount 
of its quota of US$1,300 million. These arrangements 
fall into two parts: (1) a drawing of US$561,470,000, 
and (2) a stand-by arrangement under which up to the 
equivalent of US$738,530,000 in foreign currencies may 
be purchased with sterling at any time during the next 
twelve months. The U.K. Government purchased a total 
of US$300 million from the Fund in 1947 and 1948. 
These sums have since been fully repaid, partly by 
repurchase by the United Kingdom and partly by pur 
chases of sterling by other members. 

In connection with this announcement, the following 
statement was made by Mr. Per Jacobsson, the Managing 
Director of the International Monetary Fund: 

“The drawing of $561,470,000 is intended to add to 
the monetary reserves of the United Kingdom to meet 
payments requirements. This amount will be at the 
immediate disposal of the United Kingdom. 

“The stand-by arrangement, on the other hand, will 
make available the equivalent of $738,530,000 in Fund 
member currencies to be used at any time during the next 
twelve months at the request of the United Kingdom, to 
supplement the amount immediately transferred. 

“In the speech of the Chancellor of the Exchequer, 
Mr. Macmillan, on December 4 (see below, pages 190-91), 
and in its representations to the Fund, the U.K. Govern- 
ment has made clear that it intends to maintain the rate 
of the pound sterling at its present parity and to avoid 
the reimposition of external controls. To this end the 
U.K. Government has announced that it will follow 
fiscal, credit, and other policies designed to strengthen 
the economy, both internally and externally. 


Europe 


ECCS Coal Supplies 


The High Authority of the European Community for 
Coal and Steel (ECCS) mantains that the coal shortages 
in Europe are not serious enough to justify a declaration 
that coal is “seriously scarce.” Such a declaration would 
give the High Authority power to ration coal supplies 
within the Community, but the Authority believes that 


this step might have an unfavorable psychological effect 


“The pursuit of such policies will clearly promote the 
objectives of the Fund. For this reason, and in view of 
the special importance of sterling as a world-wide reserve 
and trading currency, the Fund has approved a trans- 
action of this magnitude. It has done so in the firm 
belief that the action taken will permit the policies and 
measures of the United Kingdom to continue to operate 
and thus effectively contribute to the restoration of the 
strong balance of payments position which had been 
emerging in the first half of 1956. 


“In this connection it should be pointed out that the 
trading position of the United Kingdom has been and 
continues to be essentially sound. In the course of 1956, 
pressure on the economy was eased under the impact of 
the monetary and fiscal measures and the benefit of 
investments over the past few years now coming to 
fruition. The credit squeeze was showing good results, 
the rise in prices had been checked, and exports, including 
those to the dollar markets, had reached record levels. 


\ state of equilibrium had almost been achieved. 

“From the end of July, however, the balance of pay- 
ments position came under pressure. The pressure was 
not caused by weakness in the current account, but 
reflected a decline in confidence which caused remit- 
tances of sterling to be delayed and payments through 
sterling to be accelerated. Since sterling serves as a 


means of payments for half the world’s commercial 


transactions, it is a currency particularly susceptible to 
these influences. It is for the purpose of reversing this 
trend against a world-wide trading currency that the 


International Monetary Fund has today approved support 


on such a massive scale.” 


Source: International Monetary Fund, Press Release, 
Washington, D.C., December 10, 1956. 


on consumers and contribute to speculative buying. It 
appears, however, that the High Authority has already 
prepared a provisional distribution plan for coal in the 
event that the situation should require it. According to 
the plan, it would be possible to cover all of the coking 
requirements and about 97 per cent of other require- 
ments. It is the opinion in Luxembourg, however, that 
this can be avoided mainly because of an increase of 
supplies from the United States. Imports from the United 


States increased from 5.9 million tons in the first quarter 
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of 1956 to 6.8 million tons in the second quarter and 
8.6 million tons in the third, and they probably will 
amount to some 10 million tons in the fourth quarter. 


Since U.S. coal is somewhat more expensive than domes- 


tic coal, because of rising freight rates, the possibility of 


creating a compensation fund for imported coal has been 
studied in Luxembourg. 

Imports of U.S. scrap have also been growing consid- 
erably. from a monthly average of 43.000 tons in 1955 to 
200.000 tons in 1956. 


Ziircher Zeitung. 
November 29, 1956. 


Source: Neue Zirich. 


Switzerland. 


U.K. Gold and Dollar Reserves 


The U.K. Chancellor of the Exchequer announced in 
the House of Gommons. on December 4 that U.K. gold 
and dollar reserves fell during November by $279 mil- 
lion to $1,964 million, and that the United Kingdom also 
had a deficit of £24 million with the European Payments 
Union. Reserves rose by $265 million during the first 
half of the year; during the third quarter there was a 
fall of $57 million and in October a fall of $84 million. 
The fall in the third quarter would have been $230 mil- 
lion had it not been for the sale of the Trinidad Oil 
Company. 

The falls in reserves occurred after the seizure of the 
Suez Canal and have not been caused, the Chancellor 
said. by any weakness in the U.K. trading position, which 
continues to be essentially sound. It was not possible to 
determine precisely how much of the decline was the 
result of fluctuations in the ordinary leads and lags in 
foreign payments, how much was due to the desire of 
other countries to change to francs or dollars in moments 
of critical difficulty, and how much to payments on oil 
contracts. The closure of the Canal and of the Iraq 
Petroleum Company pipelines will affect the balance of 
payments adversely, but the most realistic estimate pos- 
sible at present is that for the year ending June 1957 the 
U.K. external current trading account will be roughly in 
balance. It would be wrong to minimize the seriousness 
of the losses which the reserves have suffered but equally 
wrong not to view them against their proper background. 
Since the losses have arisen primarily from the interna- 
tional situation, they should not be permanent and the 
trend will reverse itself as the situation improves. There 
has for some time been a consistent reduction in sterling 
balances, especially those held by non-sterling countries. 
Normally, when reserves rise liabilities rise as well but, 
in the first half of the year when reserves rose by £95 
million, liabilities fell by £22 million, thus strengthening 
the capital position. If the necessary steps are taken to 
keep the trading position strong—as is intended—the 
surplus earned by the United Kingdom as a trader will 
improve its capital position as a financier. 
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The Chancellor went on to say that the immediate prob- 
lem was the short-term pressure on the pound, which 
requires action both externally and internally. First, it 
is intended to maintain the sterling exchange rate at its 
present parity. Second, everything possible must be done 
to maintain industrial production, and third, the United 
Kingdom must do everything possible to increase the 
volume of world trade: for this last reason the Chancellor 
regarded it as wrong to resort to import controls in pres- 
ent circumstances. 

Dealing with action to fortify the U.K. gold and dollar 
reserves, the Chancellor referred first to the International 
Monetary Fund. An approach was being made to the 
Fund with a view to drawing on part of its resources 
(see above, page 189). Second, the United Kingdom owns 
U.S. dollar securities to the value of between $750 million 
and $1,000 million, which could be used to reinforce the 
reserves. Industrial and commercial securities would be 
retained but used if necessary as collateral for borrowing. 
Assurances had been received that, if requested, support 
in the form of a loan against these securities will be 
promptly available from the appropriate U.S. agency. 
There was not the same objection to the sale of short- 
term U.S. Government securities, which form a small 
part of the portfolio, and of these total holdings of $60 
million just over half has already been sold. Finally, the 
U.K. Government has submitted a claim to the U.S. 
Government for a waiver of the interest on the 1945 loan 
due at the end of 1956, to which in terms of the loan 
agreement the U.K. Government considers that it is 
entitled. The U.S. Treasury has stated that, since there 
have been changes in the conditions envisaged at the 
time of the agreement, the matter will be presented to 
Congress with the definite recommendation that appro- 
priate modification of the present language be made to 
carry out the spirit of the original intention. The U.K. 
Government has also informed the Canadian Government 
that, on the assumption that a waiver of interest is granted 
by the United States, a waiver of interest is also formally 
claimed on the Canadian loan. The United Kingdom will, 
therefore, on December 31 be paying the principal of 
these loans, amounting to US$56 million and Can$15.5 
million, compared with the full payments which, including 
interest, would amount to US$137.8 million and Can$37.7 
million. 

With a view to fortifying the economy, control over 
bank and other forms of credit must be maintained and 
hire-purchase restrictions continued, and there must be 
no relaxation in the critical scrutiny of applications by 
the Capital Issues Committee. The evidence so far sug- 
gests that the over-all budgetary position will be better, 
not worse, than forecast at the time of the budget. Con- 
sequently, there is no intention to introduce an interim 
budget, though the Government would not hesitate to 
raise income tax rates if this should become necessary. 








However, as a result of petrol rationing revenue receipts 
will fall by £6 million a month, and it is essential that 
this should be made good. Customs duties on light hydro- 
carbon oils and on heavy oil used for road vehicles would 
therefore be increased by ls. a gallon, which will be in 
addition to the wholesale price increases announced by 
the oil companies of 3!2d. a gallon on motor spirit and 
3d. a gallon on heavy oil, with an additional increase of 
14od. a gallon in each case on retail sales. This increase 
in duty will bring in extra revenue of about £30 million 
in the remaining four months of the financial year. 

The Chancellor concluded that recent events have re- 
emphasized the need for a wide review of U.K. Govern- 
ment expenditure, defense policy, and future atomi« 
energy policy in the United Kingdom and promised that 
this would be undertaken. 

Sources: The Times and The Financial Times, London, 
England, December 5, 1956. 


Gasoline Rationing in France 


Gasoline rationing, introduced in France on Novem- 
ber 29, 1956, provides that during the month of December 
private cars will receive 20-30 liters and trucks 40-50 
liters, the actual amount depending upon the size of the 
car or the truck. Extra allowances have to be applied for, 
and will be granted to some special categories, e.g., 
farmers, traders, physicians, taxidrivers. In order to 
combat black market transactions, all stocks of more than 


20 liters of gasoline have to be declared officially. 


Source: Le Monde, Paris, France, December 2-3, 1956. 


Swedish Monetary Policy 


In a review of Swedish monetary and credit policy 
during the last two years, published before the increase 
of the discount rate which became effective on Novem- 
ber 22 (see this News Survey, Vol. IX, p. 176), Index 
states that the drastic reduction of SKr 600 million in 
bank advances which had been made by the end of 
August had been very hard on the banks’ credit cus- 
tomers. However, the better balance which had appeared 
in various economic spheres was probably mainly due 
to the tighter credit policy. Not all of its results are yet 
discernible, and employment difficulties may appear in 
certain industries in the autumn as a direct consequence 
of the credit squeeze, which in that event might be 
expected to lead to some restraint on wage claims during 
the coming contractual negotiations. The banks have an 
obligation to maintain the present credit ceilings until 
further notice and to see that they are not exceeded during 
any one month, This, in effect, means that credit policy 
is successively tightened, for the ceiling takes no account 
of variations in credit requirements due to seasonal 


changes, shipping periods, and tax collections. If credits 
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are not to exceed the ceiling in any one month, banks 
must err on the safe side and reduce advances by a further 
1 or 2 per cent, perhaps to 92 or 93 per cent of the 
advances outstanding in July 1955. The main objection 
to the present ceilings is that in the long run it cannot be 
reasonable to keep bank advances unchanged in an 
expanding economy where production and foreign trade 
are expet ted to continue to rise. The time will soon be 
ripe to replace the present system by a more flexible 
arrangement, 

Despite the restrictive credit policy, the boom in Sweden 
continues, though with some signs of slowing down in 
the general rate of expansion. Total industrial production 
in the first eight months of 1956 was 2 per cent greater 
than in the corresponding period of 1955, compared with 
increases of 4 per cent in 1954 and 6 per cent in 1955. 
Production in the iron mines had increased by 11 per 
cent, but there had been a decrease by the same percent- 
age in the output of the timber industry. There is still 
full employment, with unemployment among insured 
workers at 0.7 per cent. But whereas in August 1955 
there were 85 persons seeking employment for every 100 
vacancies, the corresponding figure for August 1956 
was 103. The unemployment percentage in September in 
the building trade was 1.6, and in the textile industry 1.4. 
It is not unlikely that in certain trades there will be grow- 


ing unemployment during the coming winter. 


Handelsbanken, 


Sweden, October 1956. 


Source: Svenska Index, Stockholm, 


Finland-U.5.5.R. Trade Agreement 


Within the framework of the five-year trade agreement 
of July 17, 1954 (covering the period 1956-60), a further 
agreement relating to trade between Finland and the 
U.S.S.R. during 1957 was signed in Moscow on Novem- 
ber 28. Deliveries of goods by Finland and the U.S.S.R. 
during 1957 are expected to amount in value to about 
615 million rubles and 500 million rubles, respectively. 
The difference will be made good by, inter alia, the 
operation of the multilateral trade arrangements between 
Finland, the U.S.S.R., and other countries. Finland’s 
main exports to the U.S.S.R. will be ships, ships’ equip- 
ment, and engineering products to a total value of about 
290 million rubles, products of the timber-processing 
industries and pulpwood (270 million rubles), copper 
and copper cable, timber-logging chains, bridges, sulphite 
spirit, and certain mass consumption goods. Among 
Finland’s imports from the U.S.S.R. will be grain and 
fodder (120 million rubles), oil products (90 million 
rubles), iron and rolled metal products (74 million 
rubles), sugar (85,000 tons), anthracite and hard coal 
(320,000 tons), coke (110,000 tons), zinc (3,600 tons), 
apatite concentrate (150,000 


tons), potassium salt 


15,000 tons), aluminum (2,500 tons), motorcars, lorries, 
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- 


tractors, logs, pulpwood, and certain mass consumption 

goods, 

Source: Hufvudstadsbladet, Helsinki, Finland, Novem- 
ber 29, 1956. 


Settlement of Icelandic-U.K. Fishing Dispute 


The dispute between Icelandic and U.K. fishing inter- 
ests, which arose in 1952 (see this News Survey, Vol. VII, 
p. 256) after Iceland had extended its fishery limits from 
three miles to four miles, was settled by an agreement 
signed in Paris on November 14. The agreement, which 
is based on the proposals of an OEEC conciliation group, 
provides for the landing in the United Kingdom of a 
maximum of £1.8 million worth of Icelandic fish each 
year. Before the dispute, annual deliveries of Icelandic 
fish amounted to about £3 million. Other commitments 
made by Iceland during the period of the U.K. boycott 
may make it difficult to supply the newly established 
quota immediately. The two Governments have reserved 
their positions on the fishery limits. 

Sources: The Manchester Guardian, Manchester, Eng- 
land, November 15 and 16, 1956. 


German Economic Situation 


The latest Monthly Bulletin of the Bank deutscher 
Lander points out that the present monetary trend in 
Germany continues to be influenced by the substantial 
net inflow of foreign exchange. As a result, commercial 
banks have enjoyed an increasing degree of liquidity, 
which is likely to grow further during the next few months. 
As a consequence of this increased liquidity, the credit 
requirements of the economy have also slackened; fur- 
thermore, a growing amount of foreign trade is financed 
by credit facilities outside Germany. The relatively high 
degree of liquidity has permitted commercial banks to 
reduce their engagements with the central banking system. 
At the end of November 1956 the total obligations in- 
curred by commercial banks with the central banking 
system had decreased further by approximately DM 275 
million over the end of October, and were thus approxi- 
mately the same as in the summer of 1955 before the first 
credit restrictions went into force. The increase in public 
funds neutralized in central bank deposits hitherto pro- 
vided a countervailing force, absorbing a large part of 
the increase in domestic money supply; the present 
federal cash position, however, can no longer be said 


to have a compensating effect. 


While medium-term and long-term credits extended by 
commercial banks to business have increased, the total 
of short-term credits was further reduced in October by 
DM 270 million, more than twice as much as the decrease 
in October 1955. Installment credits have also decreased 


in recent months. 


The rate of increase in production has slowed down in 
the investment goods industries, whereas it has consid- 
erably increased in the consumption goods industries. To 
some extent the volume of incoming orders from abroad 
has compensated for a considerable reduction in the rate 
of incoming domestic orders in the investment goods 
industries. Whereas the rate of fixed gross investments 
had increased by 24 per cent in 1955, and by 14 per 
cent in the first half of 1956 over the comparable period 
in the preceding year, it slowed down in the third quarter 
of 1956; total fixed investments during the third quarter 
are estimated to have amounted to DM 11 billion, a figure 
corresponding to a rate of increase of about 5 per cent 
(at present prices) over the third quarter of 1955. Cur- 
rent developments in total wages and salaries are influ- 
enced not only by wage increases but also by a reduction 
of the average workweek. In October alone, new con- 
tracts, most of which provide for a reduction of the 
workweek from 48 to 45 hours, have gone into force for 
3.5 million employees. Because both total income and 
production may be affected by this development, the 
Bank deutscher Lander does not expect a noticeable 
change in the over-all supply and demand situation. 

The net payments surplus in October amounted to 
DM 508 million, whereas the expected surplus for Novem- 
ber is estimated at about DM 350 million. The average 
monthly addition of gold and foreign exchange to central 
bank reserves from March to October 1956 has been 
exceptionally high, amounting to DM 475 million. By 
the end of November, total gold and foreign exchange 
holdings of the Bank deutscher Lander reached DM 17.5 
billion (US$4.17 billion), DM 4.7 billion more than at 
the end of 1955. The total increase in 1955 was $452 mil- 
lion and in 1954, $666 million. The composition of re- 
serves has changed slightly in favor of gold and dollars, 
which now account for 76 per cent of the total. The 
Bank deutscher Lander does not consider the accumulated 
foreign reserves as excessive in view of the country’s 
growing foreign trade, its vast foreign debt and restitu- 
tion commitments, and the lack of private foreign assets 
such as are available to some other countries. 

Source: Bank deutscher Lander, Monatsberichte, Frank- 


furt am Main, Germany, November 1956. 


Turkish Budget 


On November 30, Turkey’s Minister. of Finance sub- 
mitted to the office of the Grand National Assembly a 
balanced budget for the fiscal year 1957 (March 1957- 
February 1958). Both revenues and expenditures of the 
general and annexed budgets are estimated at LT 4,095.6 
million. These estimates are some 19 per cent higher 
than the budget figures for fiscal 1956. Estimated expen- 
ditures for fixed investment are greater, both absolutely 


and relatively, than in the current year, having been set 
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at LT 1,257 million, or 30.69 per cent of total expendi- 
tures in 1957, compared with LT 922 million, or 26.8 
per cent of total expenditures in 1956. Defense expendi- 
tures (excluding the cost of internal security and extra- 
budgetary expenditures financed by counterpart funds) 
are set for the coming fiscal year at LT 935 million (27.1 
per cent of total expenditures), i.e., LT 150 million, or 
19.1 per cent higher than the estimate for the current 
fiscal year. 

During the first eight months of fiscal 1956 (March- 
October 1956) actual budgetary revenue amounted to 
LT 2,043 million, and thus exceeded by 13.4 per cent 
revenue realized in the corresponding period a year 
earlier. 

Source: Le Journal d’Orient, Istanbul, Turkey, Decem- 
ber 8, 1956. 


Poland's Foreign Exchange Regulations 


A new regulation issued by the Polish Minister of 
Finance lifts the ban on private holdings of foreign 
exchange and gold and platinum in a form constituting 
foreign currency value. All who, as a result of the earlier 
regulation which imposed this ban, had deposited foreign 
exchange or gold and platinum in banks, are now per- 
mitted to withdraw their deposits. While transactions 
between individuals in foreign exchange are still illegal, 
holders of foreign exchange may use it to pay for various 
goods imported from abroad. 

Source: Polish Embassy, Polish Facts and Figures, Lon- 
don, England, November 17, 1956. 


Poland's Foreign Trade 


During the period January-September 1956, exports 
from Poland amounted to the equivalent of $733 million, 
or 15 per cent more than during the corresponding period 
of 1955, and imports to $664 million, or about the same 
as during January-September 1955. The export surplus 
of $69 million did not eliminate Poland’s payments dif- 
ficulties, because of payments obligations on account of 
foreign credits received in the past and of other payments. 

Poland’s annual export plan was fulfilled in terms of 
values up to 72.2 per cent—in spite of smaller exports of 
coal, coke, and zinc—mainly as a result of higher prices. 

The structure of imports changed in comparison with 
1955. Imports of machines and equipment fell by 12 
per cent as a result of a decrease in current investment 
expenditures. Imports of foodstuffs increased by 7 per 
cent, to $101 million, and imports of industrial consumers’ 
goods by 62 per cent, to $42.5 million. 

The Council of Ministers decided recently to appro- 
priate a foreign exchange fund, for enterprises producing 
machinery and industrial equipment, amounting to 2 per 
cent of the value of exports of such goods. This fund 
may be used by these enterprises to pay for imports for 
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their own use of equipment and materials for the modern- 
ization and extension of their productive capacity for 
export, for imports of books, journals, and samples, and 
for financing the travel of employees in order to study 
technical progress in foreign countries. 

Foreign trade contracts for deliveries of goods for 
export now have to be signed not only by the Polish 
foreign trade organization, but also by the enterprises 
producing the export goods. 

Sources: Trybuna Ludu, Warsaw, Poland, November 11 
and 16, 1956. 


Middle East 
Sudan's Cotton Crop 


The cotton crop of the Sudan in the crop year beginning 


July 1, 


long staple cotton constituted about 88.3 per cent and 
I I 


1955 amounted to 92,100 metric tons, of which 


American type cotton 11.7 per cent. The current crop is 
thus larger than that of the previous year by about 8,800 
tons. Cotton acreage was 576,393 feddans (1 feddan= 
1.038 acres), compared with 659,603 feddans in 1954-55. 
Of the total crop, about 83,700 tons had been sold by 
October 29, and the blocking of Suez Canal traffic is not 
likely to produce a noticeable effect on the marketing of 
Sudan cotton. 

The Ottoman Bank, A Review of Middle Eastern 
Trade, London, England, August and Novem- 
ber 1956. 


Sources: 


Israel's Budget 


Israel’s Ministry of Finance recently announced that 
during the first half of the current fiscal year (April- 
September 1956) the budget showed a deficit of 1£30 
million. It is reported that, apart from the defense out- 
lay, almost all government expenses followed the original 
directives of the budget. In the ordinary budget, income 
and expenditure reached 48 per cent of the scheduled 
annual total of 1£471 million, while approximately 56 
per cent of the estimated development budget of 1£325 
million has been spent. A small surplus was achieved in 
both the ordinary and the development budgets. 

Special defense expenses, including those in foreign 
currency, reached 1£165 million during these six months 


preceding the Sinai campaign; in order to cover these 


expenses, the Government increased its debts, mostly 


foreign, by I£116 million. The higher defense expenses 


involved mainly investments in new equipment. 

The Government expects to raise 1£55 million from 
the proceeds of the Defense Loan and from increased 
taxation (see this News Survey, Vol. IX, p. 177), which 
would be used to cover the budget deficit originating from 
defense expenditures, including that in the second half 
of this fiscal year. 

Source: The Jerusalem Post, Jerusalem, Israel, Decem- 
ber 6, 1956. 
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Abrogation of U.K.-Jordanian Treaty 


The Jordanian House of Deputies passed a motion for 
the abrogation of the Anglo-Jordanian treaty of 1948. 
Under the terms of this treaty, Jordan received military, 
economic, and technical aid from the United Kingdom. 
During the past six fiscal years, 1950/51-1955/56, U.K. 
military aid to Jordan amounted to JD 44.9 million, while 
economic development grants and loans amounted to 
JD 7.76 million. During the fiscal year 1956/57, Jordan 
was to receive JD 9.16 million in military aid and JD 2.25 
million in economic aid. Military aid alone amounts to 
about 50 per cent of total government receipts, and prob- 
ably between 15 and 20 per cent of total national income, 
and supplied about 30 per cent of the country’s foreign 
exchange requirements in 1955. 

Source: Le Commerce du Levant, Beirut; Lebanon, No- 


vember 28, 1956. 


Monetary and Financial Measures in Syria 


In a communiqué on measures taken to cope with the 
present extraordinary situation, the Central Bank of Syria 
has announced that regulations have been issued con- 
cerning the currencies in which payment should be made 
for certain exports, as well as the disposal of these export 
proceeds. The Central Bank will buy the export proceeds 
subject to the new regulations and allocate them for cer- 
tain imports and other foreign exchange payments. For- 
eign exchange involved in other operations is not subject 
to any restriction. The Central Bank stands ready to buy 
and sell foreign exchange and to satisfy the demand for 
hard currency. At present the official holdings of gold 
and foreign exchange are relatively high, and approxi- 
mately 95 per cent of these holdings are in gold and 
dollars. 

As a result of recent events, there has been consider- 
able withdrawal of deposits from commercial banks. The 
Central Bank has facilitated the replenishment of funds 
by commercial banks so as to enable the banks to meet 
their obligations to depositors. As a result of difficulties 
arising from the recent decline of exports, especially of 
cotton, the Central Bank has taken measures to permit the 
postponement of the maturity dates of parts of the debts 
owed by merchants and farmers. The Bank will extend 
advances on the security of crops in the hands of farmers, 
especially cotton. It will also increase advances on the 
security of crops in the hands of exporters who are in 
debt, as well as to banks having stocks of agricultural 
commodities. The Bank has also taken steps to increase 
its credit operations with a view to facilitating the 
financing of cereal production, and will take measures 


to facilitate the provision of raw materials to industries. 


Source: Le Commerce du Levant, Beirut, Lebanon, No- 
vember 21, 1956. 
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Iranian Balance of Payments 


The Iranian balance of payments for the year ending 
March 20, 1956 shows a sharp increase in oil revenues, 
which were used to purchase a much larger volume of 
imports. Direct receipts from oil operations and pur- 
chases by the oil consortium of foreign exchange for 
local expenditures amounted to $127 million in 1955-56, 
compared with $30 million in 1954-55. Exports other 
than oil declined from $109 million in 1954-55 to $82 
million in 1955-56. Foreign grants and loans in 1955-56 
amounted to $60 million, compared with $50 million in 
1954-55. 

Expenditures on imports rose from $138 million in 
1954-55 to $207 million in 1955-56. Imports of materials 
and services for the Development Plan Program, of which 
there had been none in 1954-55, amounted to $30 million 
in 1955-56. 


$5.6 million. 


Foreign exchange holdings increased by 


Source: Middle East Economist and Financial Service, 
Forest Hills, N.Y., November 1956. 


Far East 


Indian Tax Proposals 


India’s Minister of Finance has laid before Parliament 
a supplementary budget imposing additional taxes, with 
a view to increasing government revenues and curbing 
inflationary pressure. The cumulative effect of these 
proposals is estimated at approximately Rs 160 million 
(US$34 million) per annum in additional revenue. 

The supplementary budget proposes first to reimpose 
a tax on capital gains effected after March 31, 1956, and 
to withdraw exemptions for property transfers on com- 
pulsory acquisitions, as well as those for gains from dis- 
solution of partnerships or liquidations. The exemption 
limit for individuals receiving capital gains is also to be 
reduced from Rs 15,000 to Rs 5,000. The capital gains 
of companies are to be taxed at the usual rate applicable 
to incomes, but for other taxpayers, gains are to be taxed 
at the rate applicable to the taxpayer’s income plus one 
third of any capital gains made by him in the relevant 
year. 

A second proposal would increase the rates of super-tax 
payable by companies declaring dividends in excess of 
© per cent of paid-up capital. For the fiscal year com- 
mencing April 1, 1957, the rate will remain at 2 annas 
per rupee for dividends between 6 per cent and 10 per 
cent, but will be increased from 3 annas to 4 annas per 
rupee on dividends between 10 per cent and 18 per cent, 
and from 3 annas to 6 annas per rupee on dividends in 
excess of 18 per cent. 

In regard to Section 23-A companies (whose share- 
holders are limited in number), it is proposed that non- 
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investment companies in this category which fail to make 
the minimum dividend distribution of 60 per cent be sub- 
ject to additional super-tax on the whole of their undis- 
tributed profits at the rate of 6 annas per rupee instead 
of 4 annas, as hitherto. However, the minimum dividend 
distribution for Section 23-A industrial companies will be 
reduced from 60 per cent to 50 per cent. 


It is also proposed that depreciation allowances and 
development rebates be included in the calculation of 
income, unless a certain proportion is deposited with the 
Government or with the Reserve Bank of India. 


Import duties are to be increased on certain luxury 
articles, including wines and spirits, motorcycles, scooters, 
clocks, watches, coal-tar dyes, certain types of machinery, 
and rayon yarn. Other proposals include an excise duty 
on certain types of motorcar made in India, domestic 
rayon yarn, staple fiber, and staple fiber yarn, as well 
as a substantial increase in the stamp duty on bills of 


exchange. 


Sources: The Times of India, Bombay, India, Decem- 
ber 1, 1956; The Financial Times, London, Eng- 
land, December 1, 1956; Embassy of India, 
Indiagram, Washington, D.C., 


1956. 


December 4, 


Taiwan-Philippines Trade Plan 


[he annual exchange of goods between the Republic 
of China and the Philippines is estimated at US$2 million 
in each direction in a trade relations protocol signed 
between the countries on October 18. Under the new 
protocol, each country agrees to accord to the other the 
same treatment in import procedures and regulations for 
trade, in the products listed, that is accorded similar 
products imported by them under similar terms and con- 
ditions from third countries. The countries also agree 
on the desirability of according each other all customary 
shipping facilities for trade and to refrain from any 
measures that might have a discriminatory effect vis-a-vis 
third parties. Nondiscrimination in respect of products 
and shipping, however, is not to apply to the special 
treatment which the Philippines now accords or will in 
the future accord to the United States and to U.S. citi- 


zens and corporations. 


The principal Philippine exports listed are mineral 
ores, logs, copra and coconut oil, textile fibers, and leaf 
tobacco; the principal Chinese exports will be textiles 
and industrial chemicals. Trade between the Philippines 
and the Chinese Republic has been small. In 1955, 
Philippine exports to Taiwan were valued at US$0.9 
million and imports totaled $1.2 million. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., November 26, 1956. 


Korean Government Gold Purchase 


The Monetary Board of the Bank of Korea approved 
on November 1, 1956 the purchase with government- 
owned dollar exchange of 4.2 tons of domestically pro- 
duced gold by the end of 1957. The purchase will be 
made by the Bank of Korea at the standard world price 
of $1.12 per gram, and the gold purchased will be sold 
on international markets. Purchases of gold with local 
currency will be abolished. 

The new measure is intended to encourage Korea's 
gold production. With the foreign exchange proceeds 
from sales of gold, gold producers may import foreign 
soods under the same conditions as are granted to 
exporters of domestic commodities. To finance the pur- 
chases of gold the Bank of Korea will establish a revolving 
fund of $1.7 million. 

Source: The Korean Republic, Seoul, Korea, November 2. 
1956. 


United States 
U.S. Tariff on Groundfish Fillets 


President Eisenhower has rejected a recommendation 
of the U.S. Tariff Commission to increase the duty on 
He stated 


that the proposed duty increase would not solve the diffi- 


imported groundfish fillets by 50 per cent. 
culties of the domestic industry. Furthermore, he was 
reluctant to impose a barrier to trade with friendly 
nations unless such action would clearly promise bene- 
ficial results to the domestic industry. Groundfish fillets 
are imported chiefly from Canada, Iceland, and Norway. 
The recent agreement with Iceland to continue the sta 
tioning of U.S. troops in that country is considered to 
have been a factor in the President’s decision. 

Source: The Journal of Commerce, New York, N.Y.. 

December 11, 1956. 


U.S. Employment 


Total employment in the United States fell by 900.000 
in November to a total of 65.3 million, compared with 
64.8 million in November 1955. Unemployment rose by 
550,000 to a total of 2.5 million in November, a slight 
rise over the corresponding month last year. As a pro- 
portion of the labor force, unemployment rose from 


2.8 
per cent in October to 3.6 per cent in November, the 
same as in November last year. Almost the whole of the 
decrease in employment was in agriculture as harvesting 


came to an end in many areas. Nonagricultural employ- 


ment did not show its usual rise in November, remaining 


substantially unchanged at 59.1 million. 
Source: The Journal of Commerce, New York, N.Y.., 
December 11, 1956. 





Other Countries 


Australian Trade Surplus 


The recovery in the Australian overseas trade balance 
continued in November, when there was an export surplus 
of £A 35.7 million following one of £A 41.5 million in 
October. Imports in November amounted to £A 59.9 
million, 18 per cent less than in November 1956 and 
within the monthly target of £A 60 million aimed at in 
the import restrictions. Exports amounted to £A 95.6 
million, an increase of 22 per cent over November last 
year. 

In the first five months of the current financial year, 
the favorable trade balance has grown to some £A 74 
million, compared with a deficit of £A 36 million in the 
corresponding months of last year. The favorable trend 
indicates that Australia might finish the financial year 
with a trade surplus of well over £A 100 million, com- 
pared with a deficit of nearly £A 36 million in the pre- 
vious financial year. 

Source: The Financial Times, London, England, Decem- 


ber 7, 1956. 


Australian Wool Prices 


The Australian wool market in November recovered 

most of the ground lost during October. Prices for fine 
merino wools reached the highest point for the season 
and prices of other types of wool were only a little below 
the September peak. Purchases by Eastern European 
countries helped to push prices up. Commencing with 
the 1957-58 selling season, the July-August recess will 
be eliminated from the auction program, so that the hesi- 
tancy which sometimes marked the season’s early auc- 
tions may be expected to disappear. 
Bank of New South Wales, Review (Wool 
Notes), Sydney, Australia, November 23, 1956; 
National Bank of Australasia, W ool Letter, Mel- 
bourne, Australia, November 24, 1956. 


Sources: 


South African Gold Production 


The average daily gold output of South Africa in 
September 1956 reached a record level of 54,002 fine 
ounces, 12.6 per cent more than in September 1955. 
Total gold production in the third quarter of this year 
rose to 4.11 million fine ounces, from 3.99 million fine 
ounces in the second quarter. As the average basis of 
valuation rose to £12 10s. 8d. per fine ounce in the third 
quarter of 1956, compared with £12 8s. 9d. in the second 
quarter, the value of South African gold output increased 
to £51.5 million in July-September, against £49.6 million 
in the second quarter of 1956. 

The results of the September quarter brought the total 
of gold produced in the Union during the first nine 
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months of this year to 11.86 million fine ounces, valued 
at £147.9 million, compared with 10.89 million fine 
ounces, valued at £136.4 million, in the corresponding 
period of 1955. The greater part of this rise came from 
the Orange Free State mines, whose output increased to 
2.33 million fine ounces in January-September 1956, from 
1.57 million fine ounces in the first nine months of 1955. 
Orange Free State mines contributed almost 20 per cent 
of the total gold output realized so far in 1956, compared 
with 14 per cent in January-September 1955. The pro- 
duction of the Witwatersrand mines increased to 9.15 
million fine ounces in the first nine months of 1956, from 
8.94 million fine ounces in the corresponding period of 
last year. The production of miscellaneous gold mines 
remained unchanged at 0.38 million fine ounces. 
Source: The Standard Bank of South Africa Limited, 
The Standard Bank Review, London, England, 
November 1956. 


Fund Quotas 


The record of the quotas of fund members published 
in International Financial Statistics shows that the quotas 
of Ecuador and the Dominican Republic have each been 
increased from $5 million to $10 million. 


Corrigenda 


Volume IX, No. 22, November 30, 1956, page 174, 
item, “EPU Settlements for October 1956”: The cor- 
rigendum published in Volume IX, No. 23, page 188, 
should be deleted. The figures for September and October 
should be corrected to read, for Sweden, +11.3 and 
+-2.7, and for Austria, +-0.6 and -6.5. The figure for 
Norway for October should read +2.2. 


a 


Volume IX, No. 23, December 7, 1956, pages 183-84, 
item, “Italian Oil Supplies and Prices”: The prices 
quoted for gasoline should be expressed in terms of lire 
per liter, and the converted prices in terms of U.S. 


dollars per gallon. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
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